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April 26, 2011        CA Insurer No. 1450-6 
 
 
CDI File Clerk 
Policy Approval Bureau 
California Department of Insurance 
45 Fremont Street, 24th Floor 
San Francisco, CA, 94105 
 
RE:  Blue Shield of California Life & Health Insurance Company 

Shield Spectrum PPO Plans, Shield Savings Plans, Base PPO Plans, Active Choice Plans, 
Infertility Rider and Substance Abuse Rider: Small Group Rates Effective July 1, 2011 

 
Dear CDI File Clerk: 
 
Blue Shield of California Life & Health Insurance Company (Blue Shield Life) respectfully submits this 
small group rate filing providing information required by CIC §10181.3 and the Department's guidance 
issued April 5, 2011 ("Guidance 1163:2"). In addition, an independent actuarial certification is provided as 
required by CIC §10181.6. This filing is submitted to the Department on the date that is concurrent with the 
date that 60-day notice is being provided to policyholders first receiving this rate change. Revised rates are 
provided for benefit plans and riders in the small employer group (2-50) market, as follows: 
 
Benefit Plan/Rider Policy Form  Certificate Form 
Shield Savings 2500  DOISA0-POL-SG (4/11) 

Filed February 22, 2011  
DOI File PF-2011-00348 

DOISA0-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Spectrum PPO Plan 
3000 

DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI001-0-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Spectrum PPO Plan 500 
Value 

DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Active Choice Plan 500 SG DOI000-0-POL-SG (4/11) 
Filed February 22, 2011  
DOI File PF-2011-00348 

DOI000-0-SG (4/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Active Choice Plan 750 SG DOI000-0-POL-SG (4/11) 
Filed February 22, 2011  
DOI File PF-2011-00348 

DOI000-0-SG (4/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Spectrum PPO Plan 500 
Standard 

DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Spectrum PPO Plan 750 
Value 

DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 

DOI002-SG (1/11) 
Filed October 1, 2010 
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Benefit Plan/Rider Policy Form  Certificate Form 
DOI File PF-2011-00348 DOI File PF-2010-01955 

Shield Spectrum PPO Plan 
1000 Value 

DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Spectrum PPO Plan 
1500 Value 

DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Savings 3000 DOISA0-POL-SG (4/11) 
Filed February 22, 2011  
DOI File PF-2011-00348 

DOISA0-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Savings 4800 DOISA0-POL-SG (4/11) 
Filed February 22, 2011  
DOI File PF-2011-00348 

DOISA0-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Savings 1800 DOISA0-POL-SG (4/11) 
Filed February 22, 2011  
DOI File PF-2011-00348 

DOISA0-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Spectrum PPO Plan 
2000 Value 

DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Savings 2000 DOISA0-POL-SG (4/11) 
Filed February 22, 2011  
DOI File PF-2011-00348 

DOISA0-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Shield Savings QS 4800 DOISA0-POL-SG (4/11) 
Filed February 22, 2011  
DOI File PF-2011-00348 

DOISA0-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Base PPO 30 DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Base PPO 40 DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Base PPO 50 DOI001-0-POL-SG (4/11) 
Filed February 22, 2011 
DOI File PF-2011-00348 

DOI002-SG (1/11) 
Filed October 1, 2010 
DOI File PF-2010-01955 

Inpatient Substance Abuse 
Rider 

I00-DOI-IP (7/09) 
Filed May 28, 2009 
DOI File PF-2009-01066 

Infertility Rider I00-DOI-IN (1/11) 
Filed January 18, 2011  
DOI File PF-2011-00248 
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These rates will be in effect from July 1, 2011 - January 1, 2012, and will replace those previously filed for 
these benefit plans and riders upon the effective date for new policies sold during the time period. In 
addition, the rates contained in this filing will become effective for policies issued to existing small groups 
upon renewal of their policy if occurring during this same time period. 
 
Thank you in advance for your time and attention in reviewing this filing. Should you have any questions, 
please do not hesitate to contact me at (415) 229-5124 or by email at andrea.deberry@blueshieldca.com. 
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For Blue Shield of California Life & Health Insurance Company Small Group Rate Filing,    

Rates Effective 7/1/2011 – 12/31/2011 

INDEPENDENT ACTUARIAL CERTIFICATION – April 22, 2011 

 
 
April S Choi, FSA, MAAA, KAC GROUP LLC, 23910 Jensen Dr, West Hill, CA 91304     Page 1 

          

A.  PURPOSE 

The only purpose of this certification is to certify the Small Group rates prepared and submitted 

by Blue Shield of California Life & Health Insurance Company (BSCLHIC) for the PPO plans 

effective July 1, 2011 through December 31, 2011, are actuarially sound, as required by 

Insurance Code section 10181.6 (SB 1163).  

 

B.  SCOPE AND LIMITATION 

California Senate Bill SB1163 requires health plans’ small group rate filing with the California 

Department of  Insurance (CDI) to be actuarially sound and to include a certification by an 

independent actuary, effective January 1, 2011.  On April 5th, 2011, CDI released a final 

guidance on SB 1163 filing requirements, describing the factors to be considered in determining 

whether a rate increase is “unreasonable” or not.  This rate certification is prepared following 

Section C, Actuarial Certification, of the guidance, according to my best interpretation.  

I was engaged by Blue Shield of California (BSC) to review the rate development and to provide 

an actuarial certification for this rate filing as required by SB1163. Certification regarding 

compliance with AB1672 is prepared by Mike Beuoy, BSC actuary. 

This certification is prepared for rate filing purpose only, as part of the submission to CDI, and 

should not be used for other purposes. In any event, the certification should be shared in its 

entirety, including other rate filing material submitted to CDI.  

 

C.  RATE EFFECTIVE DATE AND APPLICABLE EMPLOYER GROUPS 

BSC SG rates are normally updated each quarter, and they are applied to new business with 

effective dates in that quarter, as well as annual renewals effective in that quarter.  The premium 

rates submitted have been priced and trended to be effective from July 1, 2011 through 

September 30, 2011. However, they are filed with the effective date of July 1, 2011 through 

December 31, 2011, so that in the event the next set of quarterly rates to be effective October 1, 

2011 through December 31, 2011 do not need to be updated, these rates will remain in effect till 

December 2011. 
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The submitted rates will also be applied to groups with April – June effective dates as rate 

increases for those groups have been delayed by three months and the groups will now be 

renewed in July – September instead. Since it would be fifteen months since the last rate 

increase, the rate increases are higher than what the groups would normally receive by a three 

month trend factor.  These groups will continue to be renewed in July – September in future 

years.  

 

D.  REVIEW OF RATE DEVELOPMENT AND PROJECTED MEDICAL LOSS RATIO  

I have reviewed in depth the methodology and assumptions used in developing the premium 

rates and have found the pricing methodology and assumptions used in developing the premium 

rates followed generally accepted actuarial practices. I have reviewed and tested many of the 

pricing assumptions for reasonableness. In some areas where different assumptions might be 

applicable, the results of the sensitivity tests showed that the filed premium rates would remain 

unchanged and the loss ratio would exceed the federal standard. Overall, the assumptions were 

appropriate and supportable by BSC’s experience studies.  I have also independently calculated 

the premium rates to verify the accuracy of the calculations.  

I have verified the projected medical loss ratio (MLR) calculations of the Small Group business 

for the pricing period. MLR based on the company’s current definition where the cost of health 

care expense in the numerator includes medical management expense, is projected to exceed 

80%.  MLR based on PPACA’s allowable adjustments as described under 45CFR Part158 is also 

projected to exceed 80%. Since the MLR regulation under 45 CFR Part 158 is relatively new 

(published by HHS as of November 22, 2010), and the first MLR report is not due till May 31
st
 

2012, the Company has developed the MLR adjustments based on their best estimates at the 

time. I have verified the adjustments are those allowed under 45 CFR Part 158, but I have not 

verified the development of the estimated expenses.  

In reviewing the rate development for this certification, I have followed the guidance under 

Actuarial Standard of Practice Number 8, Regulatory Filings for Health Plan Entities, as adopted 

by the Actuarial Standards Board.  

Please see the attached appendices that cover an overview of the pricing methodology, analysis 

of the rate development and pricing assumptions, sensitivity tests, PPACA MLR projections, and 

other supporting documentations. The appendices are described below: 
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- Appendix I   covers the overview of the pricing methodology, experience data, analysis 

of the rate development and pricing assumptions, and the resulting rate increases. 

- Appendix II   provides an example of the rate calculation going over the steps of the rate 

development. It shows the factors used in deriving the required premium rates for each 

plan. 

- Appendix III   describes the sensitivity tests performed on the key pricing assumptions 

and the results. 

- Appendix IV   shows the projected PPACA MLR and describes the adjustments applied 

in the PPACA MLR calculation. 

- Appendix V  compares the projected incurred claims with actual restated incurred claims 

for January rate filings in the past three years. 

- Appendix VI   shows the rate Increase distribution by employer groups. 

 

E. CONSIDERATIONS IN DETERMINING WHETHER RATE INCREASES ARE 

REASONABLE OR UNREASONABLE  

In my opinion, the rate increases included in this rate filing are reasonable, taking into 

consideration the factors listed under Guidance 1163:2 Section A. They are discussed below: 

1. The aggregate PPACA MLR for BSC’s Small Group business is projected to be 

83% for the pricing period, August 1, 2011 to July 31, 2012. It exceeds the federal 

MLR standard 80%.  

PPACA MLR was estimated following the definition and the allowed adjustments as 

described in 45CFR sections 158.101-158.232. Since the MLR regulation is relatively 

new and the first MLR report is not due till May 31
st
, 2012, the adjustments were derived 

based on BSC’s best estimates at the time. See Appendix IV for adjustments made in 

estimating the PPACA MLR projection. 
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2. The assumptions on which the rate increase is based are mostly supportable by 

substantial evidence.  

I have reviewed in depth the methodology and assumptions used in developing the 

premium rates and have found the pricing methodology and assumptions used in 

developing the premium rates followed generally accepted actuarial practices. Overall, 

the assumptions were appropriate and supportable by BSC’s experience studies.    

For further discussions, see Appendix I regarding the data, assumptions, rating factors 

and methods used by BSC actuaries in developing the proposed premium rates.  

Although I did not closely examine BSC’s estimates of the administrative expense 

assumptions, they seemed reasonable when compared to prior year’s expenses.   

 

3. The choice of assumptions or combinations of assumptions on which the rate 

increase is based is reasonable. 

I have reviewed in depth the methodology and assumptions used in developing the 

premium rates and have found the pricing methodology and assumptions used in 

developing the premium rates followed generally accepted actuarial practices. I have 

reviewed and tested many of the pricing assumptions for reasonableness. In some areas 

where different assumptions might be applicable, the results of the sensitivity tests 

showed that the proposed premium rates would remain unchanged, and the MLR would 

exceed the federal standard. Overall, the assumptions were appropriate and supportable 

by BSC’s experience studies.    

For further discussions, see Appendix I regarding the data, assumptions, rating factors 

and methods used by BSC actuaries in developing the premium rates in the rate filing, 

Appendix II regarding detailed steps of the rate development and how the factors were 

applied, Appendix III regarding sensitivity tests of the pricing assumptions and results of 

the tests. 

 

4. The data and premium rate development documentation provided to the 

Department in connection with the filed rate increase are complete, adequate and 
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provide a basis upon which the reasonableness of the rate may be determined by a 

qualified health actuary. 

The data and documentation provided to the Department includes: 

- This Certification which has been prepared in accordance with Guidance 1163.2. 

Examples of supporting documents included in the Certification: overview of the 

pricing methodology and experience data, analysis of the rate development and 

pricing assumptions, sensitivity tests, example of the rate calculations, PPACA MLR 

calculations, rate increase distribution by employer groups and comparison of actual 

to expected incurred claims and core trend factors from past rate filings. 

- Required “Supporting Documentation” submitted including “California Rate Filing 

Form”, “California Rate Filing Worksheet”, “California Plain-Language Rate Filing 

Description”, and “California Plan Language Spreadsheet”, as specified in Guidance 

1163.2 Section D. Examples of the type of information included : “California Rate 

Filing Form” item 20 compares the aggregate annualized trend in the projected 

pricing period with the base experience period;  “California Rate Filing Form” item 

18 shows the overall trend and trend breakout by service categories;  “California 

Plain-Language Rate Filing Description” shows the trend breakout by cost and 

utilization; and “California Rate Filing Worksheet” shows the latest enrollment, base 

period membership, premium and claims experience, and the filed rate increases by 

plan.  

 

5.A.  Rates are established for permissible risk categories. 

The rating categories comply with the requirements under AB1672, as certified by Mike 

Beuoy, BSC actuary. 

5.B.  Premium differences between insureds in similar risk categories correspond to 

differences in expected costs.  

Rates are re-aligned when experience shows adjustments are warranted. As part of this 

rate filing, BSC is realigning the rate relativity by age and family composition for the 

PPO plans.  BSC also realigned the area factors, effective July 2010 for certain regions 

and plans. The rate realignments were supported by BSC’s loss ratio experience.  I relied 
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on Mike Beuoy, BSC actuary on the accuracy of the experience studies. Although I did 

not review the experience studies in detail, I verified the justification of the age/family 

composition and the July 2010 area factor realignments and they were supported by the 

overall PPO loss ratio experience for these rating categories.   

In addition to the three rating categories, age, geographical location and family size, the 

group’s premium rates could also be impacted by the Risk Adjustment Factor (RAF). I 

verified the stability of the overall Risk Adjustment Factors, and they did not affect the 

overall rate increases by plan. Individual groups rate increase would vary by the assigned 

RAF according to the underwriting guidelines, and the maximum change is limited to 

0.10 (or 10%) in a single year.   

 

6. The changes that led to the requested rate increases are substantially justified by 

credible experience data. Comparisons of experience data to projections for prior 

rate filings are shown in Appendix V and below. 

The proposed rates and rate increases were developed based on observed experience 

where the experience was credible. For plans that were partially credible, credibility 

factors were appropriately applied to the actual experience and then blended with manual 

rates. Appendix II.a. shows how the credibility factors are applied, and Appendix II.b 

shows the credibility factors by plan.  

When experience indicated rate realignment by risk categories was warranted, rate 

relativity was re-aligned according to experience. Also see comments regarding rate 

alignment by age/family composition and geographical area under item 5B above. 

Appendix V compares projected incurred claims with actual restated incurred claims for 

rate increases effective January 2008, January 2009 and January 2010, by policy forms 

and all plans filed with CDI. Overall, for each of the years, actual incurred claims turned 

out higher than projection.  

The table below compares BSC’s small group PPO plans projected core trend with actual 

core trend for the three years, 2008 to 2010. Actual core trend was lower than projection 

for two of the years and higher than projection for one year; and over the three year 

period, the average difference was -0.1%.  
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 Core Trend Comparison, 2008 -2010 

 

    Projected   Actual  Actual - 

    Trend    Trend  Projected 

2008    10.6%     8.7%   -1.9% 

2009     9.5%   13.7%     4.2% 

2010    10.5%     7.8%   - 2.7% 

Average   10.2%  10.1%   -0.1% 

Core trend analysis was performed for all PPO business under BSC, including plans under the Department 

of  Managed Health Care. 

2010 trend comparison was based on BSC’s study as of November, 2010. 

 

I relied on Mike Beuoy, BSC actuary on the accuracy of the data for historical incurred 

claims and core trend comparisons shown above and in appendix V.   

 

7. The company’s rate of return for the prior three years and for the following year, 

was not explicitly considered in the rate development process, therefore I could not 

express an opinion on this. 

For completeness of filing, shown below is information on return on equity, provided by 

BSC: 

Blue Shield of California Life & Health Insurance Company (Health Plan) 

 

    2008  2009  2010  2011 

                Actual              Actual              Actual            Forecast 

Return on Equity    2.2%   -25.4%   2.5%   -3.0 % 

 
Return on equity was calculated as net income over capital and surplus. 

 

 

California Physician Service Corporation and Subsidiaries (Parent) 

($ in millions) 

    2008  2009  2010  2011 

                Actual              Actual              Actual            Forecast 

Return on Equity    6.1%    4.7%   8.8%    5.3% 

 
Return on equity was calculated as net income over stabilization fund.  
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8. Insurer’s individual employee and executive compensation was not explicitly 

considered in the rate development process, therefore I could not express an opinion 

on this. 

Employee and executive compensation was included as part of the administrative 

expense in developing the premium rates. The increase in administrative expense was 

reasonable in view of the projected membership reduction and it did not significantly 

affect the rate increases. See additional comments on administrative expense under 

Appendix I.c, non claims item, and sensitivity tests results described in Appendix III. 

For completeness of filing, shown below is the requested information on compensation, 

provided by BSC: 

Blue Shield of California Life & Health Insurance Company (Health Plan) 
 

*Compensation of eight most highly paid officers, 2010           $     1M  

Total administrative expense, 2010         $ 319M  

Compensation as percent of total admin. expense           0.3% 

 

 
*BSCLHIC has no employees. The company is operated pursuant to an Administrative Services Agreement 

by its parent company, Blue Shield of California. There are eight BSCLHIC’s officers who are employees 

of BSC. The compensation reported above is the portion of the individual’s compensation that BSC charges 

to BSCLHIC pursuant to the Administrative Services Agreement. 

 

Blue Shield of California (Parent) 
 

**Compensation of ten most highly paid officers, 2010             $     14M  

Total administrative expense, 2010         $ 1,257M  

Compensation as percent of total admin. expense             1.1% 

 

** The above compensation is the total amount received by the ten most highly paid executive officers. It 

includes amount charged by BSC to its subsidiaries such as BSCLHIC.  

 

9. The rate of medical cost inflation as reported by the U.S. Bureau of Labor Statistics 

Consumer Price Index for All Urban Consumers Medical Care Cost Inflation Index 
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was not used in the rate development process, therefore I could not express an 

opinion on this.  

The cost increase assumption in the core trend development was primarily based on 

projected provider contract increase – see inflation trend shown in California Plain-

Language Rate Filing Description, item 4, trend attributable to price inflation. It is the 

appropriate basis to project the future cost increase, instead of basing on CPI. In addition 

to cost increase,  there are many other factors that affect the rate increase including but 

not limited to base experience, utilization, deductible leveraging, benefit changes, risk 

selection, administrative expense etc, which are included in the rate development. 

 

10. It has been twelve month since the groups with July-September effective date had a 

rate increase and 15 months since the groups with April-June effective dates had a 

rate increase. The proposed rate increases are reasonable, as discussed under items 

1-6.  

BSC SG rates are normally updated each quarter, and they are applied to new business 

with effective dates in that quarter, as well as annual renewals effective in that quarter. 

The submitted rates will also be applied to groups with April – June effective dates as 

rate increases for those groups have been delayed by three months and the groups will 

now be renewed in July – September instead. Since it would be fifteen months since the 

last rate increase, the rate increases are higher than what the groups would normally 

receive by a three month trend factor.  Percent of rate increase by policy forms are shown 

in Appendix I.d., and percent of rate increase by plan is shown in California Rate Filing 

Spreadsheet.   

 

11. BSCLHIC’s surplus condition and dividend history were not explicitly considered 

in the rate development; therefore I could not express an opinion on this. 

For completeness of filing, shown below is the requested information on BSCLHIC’s 

surplus condition and dividend history, provided by BSC. 
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Blue Shield of California Life & Health Insurance Company 

Adjusted capital as a percent of authorized control level of risk-based capital (RBC) : 

    2008    2009   2010 

% of RBC   496%   517%   563% 

No dividends were paid by BSCLHIC in 2008, 2009 and 2010. 

 

12. The rating factors applied including the change in rating factors are reasonable in 

view of the supporting experience provided. Rate increase for a particular group 

would reflect the combination of the following: rate increases for the plans selected 

by the employer, age/family composition of the individual employees, geographic 

location of the employees, and the Risk Adjustment Factor change for the group. 

For groups with July to September effective dates, the average twelve month 

renewal increase for all the groups is estimated to be 8%, ranging from 1% to 22% 

by employer groups. For groups with April to June effective dates, the average 

fifteen month renewal increase for all the groups is estimated to be 12%, ranging 

from -2% to 33% by employer groups.  

As described under item 5 above, rates are re-aligned when experience shows 

adjustments are warranted. As part of the rate filing, BSC is realigning the rate relativity 

by age and family composition for the PPO plans.  BSC also realigned the area factors, 

effective July 2010 for certain regions and plans. The rate realignments were supported 

by BSC’s loss ratio experience.  I relied on Mike Beuoy, BSC actuary on the accuracy of 

the experience studies. Although I did not review the experience studies in detail, I 

verified the justification of the age/family composition and the July 2010 area factor 

realignments and they were supported by the overall PPO loss ratio experience for these 

rating categories.   

The average proposed rate increase by plan ranges from 2.5% to 15.8% for the July-

September renewals with an overall total increase of 8.1%. The average proposed rate 

increase by plan ranges from 5.4% to 25.7% for the April-June renewals with an overall 

total increase of 13%.  
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The actual rate increase would vary by employer groups, incorporating the changes in the 

rate relativity by age, family composition and geographic area. Appendix VI shows the 

expected distribution of rate increases by employer groups. For groups with July to 

September effective dates, the average twelve month renewal increase for all the groups 

is estimated to be 8%, ranging from 1% to 22% by employer groups. For groups with 

April to June effective dates, the average fifteen month renewal increase for all the 

groups is estimated to be 13%, ranging from -2% to 33% by employer groups. The 

estimated increase by employer groups does not include rate changes due to Risk 

Adjustment Factor change.  

Higher than average increases for some of the employer groups are due to re-alignment of 

the rate relativity by age/family composition and geographic area, and are reflective of 

the historical experience. Similarly, some employer groups would receive lower than 

average increases. If rates by age/tier or area classifications are not re-aligned, those 

groups that would have received the lower rate increases would need to subsidize those 

who would have received the higher rate increases. 

 

13. The nature and amount of transactions between BSCLHIC and any affiliates were 

not required for the rate development; therefore I could not express an opinion on 

this.  

For completeness of filing, shown below is the requested information provided by BSC: 

The Company, Blue Shield of California Life & Health Insurance Company, has entered 

into an administrative services agreement with the Company's parent, Blue Shield of 

California.  The Company reimburses its parent for all payroll and related expenses, 

commissions and other administrative expenses paid by the parent on behalf of the 

Company.  The Company is also included in the consolidated federal income tax return 

filed by the parent.  Reimbursements to the parent for the years ended December 31, 

2008, 2009 and 2010 were $174millions (M), $226M and $290M, respectively. 

The parent made capital contributions to the Company in the amounts of $30M in 2008, 

$170M in 2009 and $75M in 2010.  
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F. QUALIFICATION 

I, April S Choi, am the Principal and Consulting Actuary of KAC Group LLC. I am an 

independent actuary, and meet the specification regarding independence under section 10181.6. 

 

I am a member of the American Academy of Actuaries and the Society of Actuaries. I meet the 

standards stated in the Qualification Standards for Actuaries Issuing Statements of Actuarial 

Opinion in the United States and have the relevant experience to render the certification 

contained herein. 

 

 

G.  DATA RELIANCE 

 

I have assumed and relied on the supporting information used in the rate development that are 

provided by Mike Beuoy, BSC actuary, to be accurate and valid. I do not have any reason to 

question the accuracy of the information provided.  I have reviewed the supporting data and 

information provided for reasonableness but I have not performed an audit on the data. I am not 

expressing an opinion on the accuracy of the supporting information provided.  

 

 

H.  CERTIFICATION 

 

As required by SB 1163, Section 10181.6, I hereby certify that to the best of my knowledge and 

judgment, the small group rates and rate increases prepared and submitted by BSC actuary for 

this rating period are actuarially sound, the rate increases are reasonable, and they are developed 

based on appropriate actuarial assumptions and generally accepted actuarial methodology.  

 

Actuarial soundness is defined in Guidance 1163:2, Section C.20.B. (2): The proposed premium 

rates are actuarially sound, for the small group business in California for which the certification 

is being prepared and for the period covered by the certification. The total of projected premiums 

and investment income, is adequate to provide for all expected costs, including health benefits, 

health benefit settlement expenses, marketing and administrative expenses, and the cost of 

required capital. The period covered is for premium rates with effective date of July 1, 2011 

through September 30, 2011, for the duration of twelve month. Per BSC, BSC does not have any 

reinsurance cash flows or governmental risk adjustment cash flows in the small group business.  
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Factors that are taken into consideration in determining whether a rate increase is “Reasonable” 

are discussed under Section E, following the items described in Guidance 1163:2, Section A.  

 

 

 

 
       

April S Choi, FSA, MAAA      

Principal and Consulting Actuary, 

KAC GROUP LLC 

April 22, 2011 
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APPENDIX I 

 

a. OVERVIEW OF THE PRICING METHODOLOGY  

b. EXPERIENCE DATA 

c. ANALYSIS OF THE RATE DEVELOPMENT AND PRICING ASSUMPTIONS 

d. PERCENT RATE INCREASE  

 

 

a. OVERVIEW OF THE PRICING METHODOLOGY 

For each plan, the base period experience was adjusted by credibility, large claims pooling, 

seasonality, benefit level and risk selection, and then trended forward to the rate effective period. 

To arrive at the projected cost of health care expense for BSC’s MLR calculation, medical 

management expenditure was added to the projected claim costs. For the purpose of estimating 

the cost of health care expense under PPACA MLR calculation, medical management expense 

was replaced with quality improvement expense. 

 

The sum of the projected cost of health care expense and per member per month (pmpm) 

administrative expense was divided by the factor of (1 - administrative expense as a percent of 

premium – risk and profit margin as a percent of premium), to arrive at the formula driven 

required premium rate.  The risk and profit margin as a percent of premium was initially set at 

1.9%.  

 

The required premium rate for each of the plans was derived consistently using the same 

methodology. Since the rates were updated every three months, the required rate was compared 

to the second quarter 2011 rate to determine the required quarterly rate increase for third quarter 

2011. To arrive at the final proposed quarterly rate increase, the required rate increase was 

adjusted upward in some cases or downward in some cases to either maintain reasonable rate 

relativity by benefit plans, or to keep the rate increase at 0%, or to cap the annual composite rate 

increase by plan. The projected risk and profit margin would then be derived based on the 

proposed rate increases. 

 

 

To arrive at the annual rate increase, the proposed quarterly rate increase was multiplied by the 

filed increases in previous quarters. For example, to calculate the annual rate increase for the 

July-September renewals, the proposed quarterly increase was multiplied by the filed rate 

increase effective fourth quarter 2010 and the filed rate increase effective first quarter 2011 (rate 

increase was not filed for second quarter 2011). 
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b. EXPERIENCE DATA 

Base period premium and claims experience 

 

1. Base experience period was from September 1 2009 to August 30 2010, with claims run-

out through November 2010. 

 

2. Incurred claims were restated for claims incurred in the base period, paid through 

November 2010. The source of the incurred claims was the Pricing Extract. Since the 

experience was based on three months claims runoff, the effect of completion factors was 

not as significant. I have reviewed the company’s small group reserves runs, and the total 

estimated incurred claims for base experience period were reasonable.  
 

3. Incurred claims reconciliation with financial data – To check the reasonableness of the 

incurred claims used in pricing, incurred claims from the Pricing Extract were reconciled to 

the recast financials, to capture the miscellaneous claims in the general ledger. 

Miscellaneous claims included items such as drug rebate, behavioral health capitation, etc 

and manual entries. To capture the remaining miscellaneous claims items, the base 

experience incurred claims were increased by a factor of 1.013. 

 

4. Revenue reconciliation – To check the reasonableness of the revenue used in analyzing the 

plan experience, revenue from the TMR extract reports was compared to the recast 

financials. The revenue in the TMR extract reports was based on restated membership and 

billed premium, whereas the revenue in the recast report was the same as the financials. 

The total revenue in the TMR report was less than the recast report by 0.6%. The TMR 

extract was not directly used in the pricing process. I used the TMR report to review the 

plan’s historical premium, claims experience and claims trend by plan. 

 

 

c. ANALYSIS OF THE RATE DEVELOPMENT AND PRICING ASSUMPTIONS 

Incurred Claims Adjustment  

 

1. Large claims pooling - claims were adjusted for pooling of catastrophic claims over 

$100,000. It resulted in individual plan’s experience adjusted upwards or downwards, 

keeping the overall claims the same for PPO plans in aggregate.  
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2. Credibility - Plans with 200,000 member months in the twelve month experience period 

were fully credible. For plans with less than 200,000 member months, experience 

incurred claims and manual claims were blended using the ratio of the member months in 

the experience period over 200,000. “Manual “ claims were essentially claims that 

corresponded to the premium rate in previous rating period based on current pricing 

assumptions. The effect was to phase in any large swings in the current experience for 

plans that were not fully credible.  

Normalization factor of 0.994 was applied to each of the plans so total claims before and 

after credibility adjustment would be the same. 

3. Seasonality – Seasonality factors were appropriately applied to normalize the claims 

pattern in the base experience period. For most of the plans, the seasonality factor 

averaged around 1.0 over the twelve month period, except for five of the PPO plans. 

They were the PPO 2000 Value Plan, PPO Savings 2000, PPO savings 2500, PPO 

Savings 3000 and PPO Savings 4800 Plans. Their factors ranged from 1.01 to 1.04. The 

higher factors were mostly driven by the high deductibles and membership fluctuation 

during the based experience period. For example, seasonality factor for PPO Savings 

2000 was 1.04, it had a $2,000 deductible and its membership grew from 6,900 as of 

September 2009 to 11,200 as of June 2010 and then decreased to 7,400 as of August 

2010.  

Seasonality factors were modeled using paid to allowed ratios based on high level benefit 

inputs for each calendar month in the experience period. For members who joined the 

high deductible plans after the beginning of the year, their benefits utilization were 

further depressed for the initial period as they had shorter period to accumulate claims to 

satisfy the high deductible than if they would have joined at the beginning of the year, 

and adjustments were needed to reflect their ongoing utilization pattern.  

4. Anti-selection - Based on the actuarial study performed, members remaining in PPO 

Savings 1800 and PPO Savings 3000 plans had higher MLR than those who left the 

plans, and their experience were not fully reflected in the base experience period. Anti-

selection factors were applied to account for that.  

The PPO Savings plans had been in an anti-selection spiral. Previously, the plans were 

underpriced, as large rate increases were implemented to reflect the emerging experience, 

the better risks either moved to another plan or carrier, leaving the worse risks in the 
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pool. As an example, PSP 1800 Savings plan grew dramatically, from 1,000 members in 

Jan 2008 to 76,000 members in June 2009. As the MLR experience emerged at over 

100%, large increases in the range of 50% to 70% were implemented starting in late 

2009. Correspondingly, membership started to decline, and it had less than 3,400 

members as of December 2010.  BSC’s recent actuarial study showed that as groups 

renewed in 2010, most of the members with lower MLR moved to other plans or lapsed, 

leaving the members with higher MLR remaining in the plan.   

Since anti-selection factor is difficult to assess accurately, I performed sensitivity tests to 

determine the impact on the rate increases for PPO Savings 1800 and PPO Savings 3000, 

the two plans that had assumed an anti-selection factor. For these two plans, since the 

proposed rate increases were already lowered from the required formula rate increases, 

lowering the anti-selection risk factors did not affect the percent rate increases. See 

Appendix III for more detailed description of the result of sensitivity tests. 

5. Benefit change - Several benefit changes had taken place since July 2009 and they were 

to be implemented as groups renewed. Since not all the effect of the benefit changes had 

been reflected in the base period experience, adjustment factors were applied 

accordingly.  

 

The most significant benefit changes were:  

 

i. implemented October 2010, due to health care reform  

– PPO 1000 Value and PPO 1500 Value plans previously had limited dollar 

maximum coverage for brand name drugs, and the maximum amount was 

removed.  

– Removed preventive care services cost share for all plans, and it had the most 

pricing impact on PPO 500 Standard and PPO 2000 Value plans. 

 

ii. implemented January 2010 

 – added 10/30/50 drug copays to PPO Savings 1800,  PPO Savings 2000, PPO 

Savings 3000 and PPO Savings 4800 plans 

 

iii.  implemented July 2009 

-PPO 3000 was designated as HRA wrap 
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Trend 

1. Core/underlying claims trend - The annual claims trends for the PPO plans were assumed 

to be 7.8%, 9.5% and 9.9% for calendar year 2010, 2011 and 2012 respectively. 2009 

claims trend was at 13.7%.  

See California Rate Filing Form items 18 and 19 for detailed breakout of the core claims 

trend by benefit category and by cost and utilization, respectively. BSC actuaries analyzed 

and assessed the historical core trend by backing out the various trend components, such 

as demographic change, leveraging, benefit change, anti-selection and plan/geographic 

mix. For the projection period, cost trend was primarily based on expected provider 

increase, and utilization trend was primarily based on previous years’ average (assuming 

reversion to the mean).  

          The overall projected core trends seemed reasonable.  

2. Leverage trend – Deductible leveraging trend was appropriately incorporated. The annual 

trend factors ranged from 0.3% for the low deductible plan to 3.0% for the high deductible 

plan. 

3. Claims margin or Provision for adverse deviation (PFAD) – An explicit annual claims 

margin of 1.5% was assumed across all plans. This was equivalent to a 3% margin 

included in the final projected claims. This margin is reasonable particularly in light of the 

low risk and profit margin of 0.9%. 

4. Projection period –  For most plans, claims were projected for a period of approximately 

23 months, from the mid-point of the base experience period (9/1/2009 – 8/31/2010) to the 

midpoint of the average rate effective period (8/1/2011 – 7/31/2012).  

Actual projection period varied from 19.6 months to 25.1months, using membership 

exposure to derive the weighted average midpoint of the projection period. For example, 

QS4800 plan’s membership started in January 2010, so the midpoint of the projection 

period needed to shift forward, resulting in a projection period of 19.6 months. Whereas 

PPO Savings 1800 plan’s membership had dropped precipitously, so the midpoint of the 

projection period needed to shift backward, resulting in a projection period of 25.1 

months.  

Rate Alignment by Age/Family Composition and Region  
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Included in this rate filing, BSC is realigning the rate relativity by age and family composition 

under the PPO plans. The realignment is supported by observed experience. For the PPO Savings 

Plans, the employee + dependent and the family categories under 40 would be adjusted upward 

by 5%. For the other PPO plans, while the employee + dependent and the family categories 

under age 40 would be adjusted upward by 5%, the employee only and Employee + spouse 

categories for ages 50 – 64 would be adjusted downward by 2%. The overall impact to all of the 

PPO plans is less than 0.1% increase (0.5% increase for the PPO Savings plans, and -0.1% for 

the non PPO Savings plans).   

BSC also realigned the area factors for all PPO plans, effective July 2010. Area factors for 

regions 6 and 9 were reduced by 5%, and area factors for regions 3 and 8 were increased by 

1.8%. They netted to a 0% aggregate rate change. The area factor change would not affect the 

July-September renewals, since the rates already reflected the change that was effective July 

2010. The area factor change would affect the April-June renewals.  

 

The rate realignments were supported by BSC’s loss ratio experience.  I relied on Mike Beuoy, 

BSC actuary on the accuracy of the experience studies. Although I did not review the experience 

studies in detail, I verified the justification of the age/family composition and the July 2010 area 

factor realignments and they were supported by the overall PPO loss ratio experience for these 

rating categories.   

 

Non Claims Items 

1. Administrative expenses were expressed as a fixed pmpm cost and a percent of premium. 

Percent of premium administrative expense was mostly related to broker commission and 

premium tax, where the fixed pmpm cost accounted for the remaining administrative 

expense. The percent of premium administrative expense for BSC total seemed 

reasonable. The fixed administrative expense was projected to increase from $24.05 in 

2010 to $27.09 in the pricing period, a 12.6% increase over a period of 19 months. Per 

BSC, the increase was mostly attributable to system enhancement for the legacy systems 

and spreading the fixed cost over a reduced membership base.  

Although I did not examine BSC’s estimate of the administrative expense in detail, the 

fixed pmpm administrative expense seemed reasonable in view of the membership 

reduction. Member months decreased by 11% from 2009 to 2010, and were projected to 

further decrease by 7.5% for the pricing projection period. From mid-point of calendar 
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year 2010(July 1, 2010) to midpoint of the pricing projection period (February 1, 2012), 

that was a 7.5% decrease over a period 19 months, or equivalent to an annual decrease of 

4.8%. Without taking into consideration the exact amount of system enhancement 

expense, if total flat administrative expense were to increase 3% annually, the resulting 

pmpm administrative expense would be close to the projected pmpm administrative 

expense.  

The effect of the higher fixed administrative expense was offset by the higher target 

MLR, so it did not contribute significantly to the rate increase. In addition, sensitivity test 

was performed to see the effect of the change in fixed administrative expense on PPACA 

MLR and operating income. See Appendix III for more description on the sensitivity test. 

2. Risk and profit margin – The risk and profit margin as a percent of premium was initially 

set at 1.9% for calculating the required premium rate. The projected risk and profit 

margin based on proposed rates was estimated to be 0.9% in aggregate.  In my opinion, 

this is a low target margin.   

 

3. As a result of the risk and profit margin decrease or the target MLR increase, the overall 

rate increase was dampened by approximately 2.7% based on BSC actuary’s estimate. 

 

Membership and Risk Adjustment Factor (RAF) 

1. Total member months were projected to decline from 2.4million (M) in 2010 to 2.2M* in 

the projection period (August 2011 to July 2012), a 7.5% decrease over a period of 19 

months. In view of an 11% decrease in membership from 2009 to 2010, the projected 

decrease was reasonable and was not overstated.  

 

2. RAF was projected to remain unchanged from the current level, at an overall level of 1.02. 

The RAF value ranged from a low of 1.00 to a high of 1.06, where most of plan values 

were between 1.01 and 1.03.  

 

*Membership in the projection period included the new Base PPO plans. Without the Base PPO plans, 

the projected member months would be 2M. 
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d. PERCENT RATE INCREASE  

 

The overall proposed rate increases are 8.1% and 13.0% respectively for the July-September 

annual renewals and the April-June fifteen month renewals.  

 

The Table below shows the average rate increases by policy forms, separately for groups with 

July 1- September 1, 2011 renewal date, and groups with April 1-June 1, 2011 renewal date 

renewing in July-September 2011.    

 

     Annual Rate Increase %         15 Month Rate increase % 

                                                                July-Sept renewals                       April-June  renewals 

 

a. DOI all PPO plans   8.1%                 13.0%  

By policy forms: 

DOI001-0-POL-SG   7.7%                                         10.5%  

DOISAO-POL-SG   9.2%                                         17.0% 

DOI000-0-POL-SG   4.4%                                         12.9% 

 

The highest composite increase by plan is 25.7%. However, a group may receive higher rate 

increase due to the rate alignment by age/family composition and region.   

 

See California Rate Filing Worksheet for further breakout of the percent rate increase by plan, 

and Appendix VI for rate increase distribution by employer groups. 
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APPENDIX II 

 

a. EXAMPLE OF RATE CALCULATIONS  

b. BASE PERIOD INCURRED CLAIMS AND PRICING FACTORS BY PLAN 

 

 

a. EXAMPLE OF RATE CALCULATIONS  

 

Shown below is an example of the rate calculations based on Plan PPO 1000 Value:  

 

Plan PPO 1000 Value 

 

Base Period Experience: September 1, 2009 – August 30, 2010  

            Incurred claims pmpm from Pricing Extract    $194.14            

   Adjustment factor to reconcile to financials                   x  1.013 

            Base period incurred claims      $196.68 

 

Large Claims Pooling 

 Pooled claims       $(53.86) 

      Pooling charges      $  45.79 

         $188.61 

Credibility Adjustment 

 Manual claims       $182.52 

 Credibility           85% 

 Credibility adjusted claims     $187.71 

    =(188.61x85%)+($182.52x15%) 

 Normalization factor to true up total PPO     

     credibility adjusted claims to total PPO 

          claims after large claims adjustment      0.994 

         $186.61 

Other Adjustment Factors 

 Seasonality        1.001 

 Benefit change      1.036 

 Anti-selection risk      1.000    

         $193.60 
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Trend Projection period : August 1, 2011 – July 31, 2012    

        Trend for 23.2 months 

Core trend, leveraging trend, PFAD     

 (1.093 
23.2/12

 x 1.016 
23.2/12

x 1.015 
23.2/12

)   1.262  

         $244.24 

 

Projected Cost of Health Care expense 

Medical Management      $    3.20 

        $247.45 

Administrative Expense/Margin 

 Fixed admin expense pmpm     $  27.09 

 Admin expense as percent of premium        9.7% 

 Target margin as percent of premium         1.9% 

 

Required Premium Rate    

 ($247.45+$27.09)/(1-9.7% - 1.9%)    $310.50 

 

Required Rate Increase 

 Current premium rate, i.e. 2Q 2011 rate, RAF=1.017 $294.06 

     Required rate increase percent    5.6% 

 

Final Rate Increase Percent from 2Q2011 to 3Q2011  5.6% 

 

Annual rate increase for July-September renewals, 

 3Q2010 to 3Q2011      10.6% 

15 month rate increase for April-June renewals,     

2Q2010 to 3Q2011      13.8%    

 

There are rounding differences in the above calculations, as above factors have more decimal places than 

shown. 
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b. BASE PERIOD INCURRED CLAIMS AND PRICING FACTORS BY PLAN 

 

 

 

*Trend includes core trend, leveraging trend and PFAD  

 

 

  

 

 

Baseline 

 

Large Claim 

Pooling 

 

       Credibility 

     

Trend for* 

 

Incurred 

 

claims> pooling  

 

manual cred. 

  

Benefit  Anti-sel 

 

approx 23 

Plans Claims 

 

$100k charge 

 

claims factor 

 

Seasonality Change Risk 

 

months 

DO1001-0-

POL-SG: 

             500 Standard 278.73 

 

76.67 66.47 

 

274.27 0.88 

 

      1.005 1.014 1.000 

 

1.256 

500 Value 206.67 
 

46.84 55.87 
 

220.83 1.00 
 

1.006 1.011 1.000 
 

1.256 

750 Value 223.83 

 

60.21 53.13 

 

205.81 0.68 

 

1.003 1.008 1.000 

 

1.253 

1000 Value 196.68 

 

53.86 45.79 

 

182.52 0.85 

 

1.001 1.036 1.000 

 

1.262 

1500 Value 160.75 
 

46.46 39.19 
 

153.99 1.00 
 

1.003 1.073 1.000 
 

1.261 

2000 Value 126.91 

 

39.38 33.17 

 

130.60 0.40 

 

1.018 1.015 1.000 

 

1.265 

3000 207.91 

 

31.98 60.45 

 

237.84 0.17 

 

1.000 1.058 1.000 

 

1.282 

              DOISA0-POL-

SG: 

             Savings 1800 313.32 

 

64.6 78.71 

 

316.08 1.00 

 

0.993 0.965 1.245 

 

1.291 

Savings 2000 318.87 

 

92.23 69.84 

 

325.09 0.59 

 

1.040 0.967 1.000 

 

1.267 

Savings 2500 200.37 

 

53.88 51.25 

 

184.36 1.00 

 

1.020 1.012 1.000 

 

1.264 

Savings 3000 231.28 

 

61.26 58.51 

 

197.41 1.00 

 

1.012 0.970 1.131 

 

1.296 

Savings 4800 165.07 

 

48.67 42.81 

 

206.84 0.33 

 

1.010 0.971 1.000 

 

1.296 

Savings QS 

4800 117.21 

 

36.29 35.34 

 

177.96 0.09 

 

1.000 1.007 1.000 

 

1.248 

              DOI000-0-

POL-SG: 

             Active Choice 

500 220.91 

 

68.26 68.26 

 

221.80 0.20 

 

1.000 1.005 1.000 

 

1.241 

Active Choice 

750 245.72 

 

71.12 71.12 

 

245.11 0.38 

 

1.000 1.005 1.000 

 

1.232 
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APPENDIX III  

PRICING ASSUMPTIONS SENSITIVITY TESTS 

The following lists the results of the sensitivity tests on the premium rate increases, PPACA 

MLR and operating income (OI), by testing a few key pricing assumptions where actual results 

would likely differ from what were used in current pricing: 

1. Vary the anti-selection risk factors for PPO Savings 1800 and PPO Savings 3000 

plans  

Since it is difficult to assess accurately the anti-selection risks, and results could vary 

widely from what was assumed, sensitivity testing was performed to determine the effect 

on the rate increases, PPACA MLR and operating income.  

Sensitivity tests were performed to see the effect of changing the anti selection risk 

factors by +/- 25% and +/- 50%. For these two plans, since the filed rate increases were 

lowered from the required formula rate increases, lowering the anti-selection risk factors 

did not affect the percent rate increase. Projected MLR in aggregate for all of the plans 

would decrease and operating income would increase. Whereas if the anti-selection were 

higher than what was assumed, projected MLR in aggregate would increase and 

operating income would decrease.  

The results are summarized below: 

 If anti-selection factors were 25% lower         If anti-selection factors were 25% higher 
   PPACA                                        PPACA 
     MLR    OI*      MLR  OI* 

Before  83.0%  0.9%  Before  83.0%  0.9% 
After  82.8%  1.3%  After  83.3%  0.5% 

       Change              - 0.2%  0.4%  Change   0.3%              -0.4% 
 
 Anti-selection factors were 50% lower                Anti-selection factors were 50% higher 
   PPACA                                        PPACA 
     MLR    OI*      MLR  OI* 

Before  83.0%  0.9%  Before  83.0%  0.9% 
After  82.5%  1.7%  After  83.5%              0.1% 

       Change             - 0.5%  0.8%  Change   0.5%             -0.8% 
      

 There are rounding differences in the above calculations, as above factors have more decimal places than shown. 
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*Does not include Base PPO plans. 
 

  

2. Test sensitivity of higher or lower core trend factors 

As mentioned previously, the overall core trend factors used in the pricing seemed 

reasonable.  

Trend factors play a significant role in rate development, a one percent change in core 

trend would correspondingly increase or decrease the overall required rates by 1.7%, 

approximately equals to one percent annual trend projected over 23 months, tampered by 

the flat expenses. Sensitivity tests were performed to see the effect of changing the core 

trend factors by +/- 1% while holding the proposed rate increases the same. Lowering the 

annual core trend by 1% would increase operating income by 1.5%, and reduce PPACA 

MLR by 1% to 82%, which would exceed the 80% federal standard.  Increasing the annual 

core trend by 1% would decrease operating income by 1.5% to -0.7%, and increase 

PPACA MLR by 1% to 84%.  Since there was a built in 1% annual claims margin 

(PFAD), the actual operating income might not be negative.  

Results are summarized below: 

Core trend 1% lower             Core trend 1% higher 
 

   PPACA                                        PPACA 
     MLR    OI*      MLR  OI* 

Before  83.0%  0.9%  Before  83.0%  0.9% 
After  82.0%  2.4%  After  84.0%             -0.7% 

       Change               1. 0%  1.5%  Change   1.0%              -1.5% 
    

 There are rounding differences in the above calculations, as above factors have more decimal places than shown. 

*Does not include Base PPO plans. 

 

3. Test reasonableness and sensitivity of fixed administrative expense  

Fixed administrative expense increased from $24.05 pmpm in 2010 to $27.09 pmpm for 

the pricing projection period (8/1/11-7/31/12). That was an increase of $3.04pmpm, or 

12.6% increase. Per BSC, the increase in fixed administrative expense was mainly due to 
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a combination of increase in legacy system enhancements expense and spreading the 

fixed expense over a reduced membership base.  

The fixed pmpm administrative expense seemed reasonable in view of the membership 

reduction. Member months decreased 11% from 2009 to 2010, and were projected to 

further decrease by 7.5% for the pricing projection period. From mid-point of calendar 

year 2010 (July 1, 2010) to midpoint of the pricing projection period (February 1, 2012), 

that was a 7.5% decrease over a period 19 months, or equivalent to an annual decrease of 

4.8%. Without taking into consideration the exact amount of system enhancement 

expense, if total fixed administrative expense were to increase 3% annually, or 4.8% over 

a period of 19 months, the resulting pmpm administrative expense would be close to the 

projected pmpm administrative expense.  

Sensitivity tests were performed to see the effect of lower/higher pmpm administrative 

expense on PPCA MLR and operating income. Since pmpm administrative expense was 

driven by membership change, different pmpm administrative expense assumptions were 

derived  assuming membership decrease to be +/- 50% of the pricing assumption, while 

fixed administrative expense would increase 3% annually, or 4.8% over a 19 month 

period.  

Under the scenario where membership reduction was less than what was assumed in 

pricing, pmpm administrative expense would decrease from $27.09 to $26.18, PPACA 

MLR would increase negligibly (due to the effect of federal income tax), operating 

income would increase from 0.9% to 1.1%. Result is summarized in the table below: 

   PPACA     Flat pmpm 
   MLR  OI *                      admin   
Before   83.0%  0.9%  $27.09 
After   83.1%  1.1%  $26.18  

       Change    0.1%  0.3%  -$ 0.91  
 

Under the scenario where membership reduction was more than what was assumed in 

pricing, pmpm administrative expense would increase from $27.09 to $28.40, PPACA 

MLR would decrease negligibly, and operating income would decrease from 0.9% to 

0.5%. Result is summarized in the table below: 
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   PPACA     Flat pmpm 
   MLR  OI *                       admin   
Before   83.0%  0.9%  $27.09 
After   82.9%  0.5%  $28.40  

       Change  - 0.1%             -0.4%   $ 1.31  
 

There are rounding differences in the above calculations, as above factors have more decimal places than shown. 

*Does not include Base PPO plans. 
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APPENDIX IV 

PPACA MLR ADJUSTMENTS 

Federal loss ratio standard allows certain adjustments to be made in the medical loss ratio 

calculation. Adjustments are shown below: 

1.  Incurred claims in the numerator were reduced by 0.6% to account for fees that would 

not be considered as cost of health care expense. They were the pharmacy fees and 

network fees paid to the BCBSA.  

2. Incurred claims in the numerator were further adjusted by adding in the quality 

improvement expense, while removing the medical management expense that BSC 

normally would include as part of the cost of health care expense. The net change was 

$0.52 or 0.2% reduction in pmpm incurred claims. 

3. The denominator was approximated as the earned premium multiplied by (1- Federal 

income tax rate - premium tax rate - Knox Keene fees as percent of revenue -  payroll tax 

rate). Federal income tax rate (FIT) as a percent of premium was estimated to be 35% of 

the pre-tax operating income. Operating income was projected to be 0.9% of premium, 

FIT adjustment as a percent of premium was estimated at 0.3%. Premium tax rate was 

estimated at 2.35%.  The sum of Knox Keene fee and payroll tax as a percent of premium 

was estimated at 0.25%. 

With the above adjustments, PPACA MLR was projected to be 83.0% for the pricing period, 

for all of BSC’s Small Group businesses* under CDI. The calculations are shown below: 

Projected MLR for the pricing period, before adjustments = 81.2% 

Adjustment to numerator, incurred claims = 1- 0.6% - 0.2% = 0.992 

Adjustment to denominator, premium = 1 – 0.3% - 2.35% - 0.25% = 0.971 

Projected PPACA MLR = 81.2% x 0.992 / 0.971 = 83.0% 

 

*In addition to the plans included in this filing, three new Base PPO plans were included in the PPACA MLR 

calculations.   
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APPENDIX V 

COMPARISON BETWEEN PROJECTED INCURRED CLAIMS AND ACTUAL 

RESTATED INCURRED CLAIMS FOR RATE INCREASES EFFECTIVE JANUARY 

2008, JANUARY 2009 AND JANUARY 2010 

 

For Rates Effective January 2010  
Pricing Projection Period - February 2010 to January 2011 

 
         Projected PMPM  Actual PMPM        Actual vs        Member  
               Incurred Claims Incurred Claims      Projected       Months(‘000) 

DOI001-0-POL-SG $195      $202            3%     1,225 
DOISA0-POL-SG  $228      $248            9%        911   
DOI000-0-POL-SG $234      $233            0%        103 
All    $210      $222          5%    2,239 

 

For Rates Effective January 2009  
Pricing Projection Period - February 2009 to January 2010 

         Projected PMPM  Actual PMPM       Actual vs        Member  
               Incurred Claims Incurred Claims      Projected       Months(‘000) 

DOI001-0-POL-SG $199      $189           -5%                    927 
DOISA0-POL-SG  $187      $247           32%                1,630 
DOI000-0-POL-SG $215      $230             7%                    138 
All    $193      $226          17%              2,696 

 

For Rates Effective January 2008  
Pricing Projection Period - February 2008 to January 2009 

          Projected PMPM  Actual PMPM         Actual vs        Member  
               Incurred Claims Incurred Claims      Projected       Months(‘000) 

DOI001-0-POL-SG $173      $172           -1%       657 
DOISA0-POL-SG  $134      $148           11%        401 
DOI000-0-POL-SG $202      $185            -8%       187 
All    $165      $166             1%    1,245 

The above pmpm incurred claims do not include stop loss amount or medical management expense. 

There are rounding differences in the above calculations, as above factors have more decimal places than shown. 
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APPENDIX VI 

RATE INCREASE DISTRIBUTION BY EMPLOYER GROUPS 

 

Table 1 

 Annual Rate Increase Distribution By Employer Groups, for Groups with July, August, and 

September Effective Dates 

 

 

Renewal   # Employer           Distribution      Distribution 

Increase %      Groups  # Members        by  Groups      by Members  

  

0%   - 5%  1,573   10,160   38%  33% 

5%   - 10%     918      8,633  22%  28% 

10% - 15%  1,181      8,779  28%  28% 

15% - 20%     492      3,513  12%  11%  

20% - 25%       16           76    0%        0%  

 

Total   4,180     31,161  100%  100% 

 

 

Comment:   

1. Average renewal increase is estimated to be 8% 

2. Highest renewal increase by employer groups is estimated to be 22% 

3. Lowest renewal increase by employer groups is estimated to be 1%  

 

 

Notes: 

a. Employer groups may have HMO/PPO plans under Department of Managed Health Care (DMHC). Annual 

rate increase shown above includes employees with DOI plans, and does not include employees covered 

under DMHC plans. 

b. Above rate increase is estimated based on rate table changes, and does not include Risk Adjustment Factor 

change that is determined by underwriting guidelines. 

c. Above rate increase is estimated based on preliminary census data.  
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Table 2 

Fifteen Month Rate Increase Distribution By Employer Groups, for Groups with April, June, and 

July Effective Dates 

 

 

Renewal   # Employer           Distribution      Distribution 

Increase %      Groups  # Members        by  Groups      by Members  

 

      <0        37        114     1%    0% 

0%   - 5%     617      3,256    9%    5% 

5%   - 10%  1,940    16,237  28%  27% 

10% - 15%  1,658    18,365  24%  30% 

15% - 20%  1,887    16,702  27%  27%  

20% - 25%     687      5,582  10%       9%  

25% - 29.4%       88         657    1%       1% 

29.4% - 35%         7           47    0%       0 % 

 

Total   4,180     31,161  100%  100% 

 

 

Comment:   

1. Average renewal increase is estimated to be 13% 

2. Highest renewal increase by employer groups is estimated to be 33% 

3. Lowest renewal change by employer groups is estimated to be -2%  

 

 

Notes: 

a. Employer groups may have HMO/PPO plans under Department of Managed Health Care (DMHC). Annual 

rate increase shown above includes employees with DOI plans, and does not include employees covered 

under DMHC plans. 

b. Above rate increase is estimated based on rate table changes, and does not include Risk Adjustment Factor 

change that is determined by underwriting guidelines. 

c. Above rate increase is estimated based on preliminary census data.  
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STATE OF CALIFORNIA                                                                                                                                       Dave Jones, Insurance Commissioner 

DEPARTMENT OF INSURANCE 
Legal Division 
45 Fremont Street, 24th Floor 
San Francisco CA 94105 
 

 

 
California Rate Filing Form 

For Individual and Small Group Health Insurance 
Rate Filings for Existing Products, Version 2 

(do not use this form for initial filings for new product rates) 
 
The rate filing submission should include: 
 1) This form 
 2) A California Rate Filing Spreadsheet 
 3) An actuarial certification 
 4) A spreadsheet with rate information responsive to Questions 10 & 15, below 
 5) A California Plain-Language Filing Form 
 6) A California Plain-Language Spreadsheet 

 
1) Company Name: 
 

 
 
 

 
 
 
2) Number of policy forms covered by the filing: _______________________________ 
 
3) Policy form numbers covered by the filing: 

List all of the policy form numbers covered by this filing in column “A” of the 
“California Rate Filing Spreadsheet”.  List all product names associated with 
each policy form number in column “B.”   

 
 
4) Product types covered by the filing. Selected from the following: 
  

 HMO (Health Maintenance Organization) 

 PPO (Preferred Provider Organization) 

 EPO (Exclusive Provider Organization) 

 POS (Point of Service) 

 FFS (Fee for Service) 

 Other (describe) __________________________________________________ 
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BLUE SHIELD OF CALIFORNIA LIFE & HEALTH INSURANCE COMPANY 



5) Segment type. One of the following: 
 

 Small Group (2-50 employees) 

 Individual 

 
Note: Large Group, Small Group, and Individual filings should not be combined within a 
single filing. 

6) Plan/Insurer Type. One of the following: for-profit company, not-for-profit company 
 
 For-profit company 

 Not-for-profit company 

 
 
7) Whether the products are open or closed.  List each open or closed product by policy 

form number. 
For each policy form number, indicate in column “C” of the California Rate Filing 
Spreadsheet whether the products are open or closed. 
 

If all policy forms listed are open, check here:  
 

If all products listed are closed, check here:  
 

If only some policy forms listed are closed, check here:  
 
8) Enrollment:  

 
In column “D” of the California Rate Filing Spreadsheet, state the number of lives, 
including dependents, covered by each product as of the end of the latest month for 
which the data has been compiled.  

 
9) Insured months in each policy form 

 
In column “E” of the California Rate Filing Spreadsheet, state the number of insured (or 
member) months for the experience period on which the rates were based. (Does not 
apply to rates for new products.) 

 
10) Annual Rate 
 

In a separate spreadsheet, for each product included in the filing, show the current and 
proposed annual premium rates for each rating cell. 
 

 
11) Total earned premium 

For each policy form list: 
In column “F” of the California Rate Filing Spreadsheet, state the experience period on 

which rates are based, 
In column “G” of the California Rate Filing Spreadsheet, state the period for which rates 

are to be effective, 
In column “H” of the California Rate Filing Spreadsheet, state the total premium earned 
for the experience period on which the rates are based. 
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✔



12) In column “I” of the California Rate Filing Spreadsheet, state the total dollar amount 
of incurred claims in each policy form for the experience period on which the rates 
are based.   

 
If helpful to understanding the basis for the filed rate increases, the insurer may, but is 
not required to, disaggregate incurred claim data into the aggregate benefit categories 
listed in item 18 below.   

 
 

13) In column “J” of the CA Rate Filing Spreadsheet, state the average rate increase 
initially requested 

 
The weighted average of the proposed rate increases included in the filing, weighting the 
increases by the number of covered lives for each product (per item 8, above).  Rates for 
new products are not included in this calculation, as they have a weight of zero. (Does 
not apply to rates for new products.) 

 
14) Review category: One of the following:  
 

 Initial Filing for New Product 

 Filing for Existing Product 

 Resubmission 

 
Resubmissions should be submitted through SERFF under the same state filing number 
and SERFF tracking number assigned to the original submission of this filing.  Do not 
submit resubmissions as a new filing. 

 
 
15) Average rate of increase 

 
In those instances in which there is a revision to the rates requested after initial 
submission, the revision should be submitted as an amendment to the original 
submission of this filing under the rate/rule form tab.  Submit a revised California Rate 
Filing Form, a revised spreadsheet responsive to Question 10, and a revised California 
Rate Filing Spreadsheet, completing columns A, B, and J.  Also, in the case of a 
resubmission, update the information under the “company rate information” field under 
the “Rate/Rule Schedule” tab in SERFF.  The average rate of increase is a weighted 
average, calculated as in item 13, above. 

 
 
16) Effective date of rate increase: _________________________________________ 

 
The earliest anticipated date that the proposed rate increase, or new product 
rate, will take effect for a policyholder. 

 
 

17) Number of policyholders or insureds affected by each policy form 
 
This information was provided in item 8, above, and need not be repeated.  

 
18) Overall medical trend factor and trend factors by aggregate benefit category:  
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July 1, 2011



 
 

Overall Medical Trend Factor 
 
“Overall” means the weighted average of trend factors used to determine rate increases 
included in the filing, weighting the factor for each aggregate benefit category by the 
amount of projected medical costs attributable to that category. 

 
 
 
 
 

 
 
 
 

Medical Trend Factor by Aggregate Benefit Category 
 
The aggregate benefit categories are each of the following – hospital inpatient, hospital 
outpatient (including emergency room), physician and other professional services, 
prescription drugs from pharmacies, laboratory services (other than hospital inpatient), 
radiology services (other than hospital inpatient), other (describe). 

 

Hospital Inpatient  
 

Hospital Outpatient (including ER)  
 

Physician/other professional services  
 

Prescription Drug  
 

Laboratory (other than inpatient)  
 

Radiology (other than inpatient)  
 

Other (describe) 
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11.5%

9.4%

13.5%

9.4%

11.3%

11.3%

9.9%

9.4%



Optional Medical Trend Factor by Aggregate Benefit Category by 
Geographic Region 
 
The insurer may, but is not required to, aggregate additional data in major geographic 
regions of the state.  If the insurer chooses to so aggregate, the major geographic 
regions of the state are: Northern California (consisting of Monterey, Kings, Tulare, and 
Inyo counties, and all counties to the north), and Southern California (consisting of San 
Luis Obispo, Kern, and San Bernardino counties, and all counties to the south).  

 
 North South 

Hospital Inpatient  
 

 

Hospital Outpatient (including ER)  
 

 

Physician/other professional services  
 

 

Prescription Drug  
 

 

Laboratory (other than inpatient)  
 

 

Radiology (other than inpatient)  
 

 

Other (describe)  
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19) Projected medical trend  
 
Use the same aggregate benefit categories used in item 18 –hospital inpatient, hospital 
outpatient (including emergency room), physician and other professional services, 
prescription drugs from pharmacies, laboratory services (other than hospital inpatient), 
radiology services (other than Hospital inpatient), other (describe).  Furthermore, within 
each aggregate category quantify the sources of trend, i.e. use of services, price inflation, 
and fees and risk. 

 
Projected Medical Trend by Aggregate Benefit Category 

 
 

Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Hospital Inpatient 
 

Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Hospital Outpatient (including 
ER) 
 

Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Physician/other professional 
services 
 

Trend attributable to fees and risk: 
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5.3%

3.9%

0.6%

9.2%

10.6%

5.7%



Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Prescription Drug 
 

Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Laboratory (other than 
inpatient) 
 

Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Radiology (other than 
inpatient) 
 

Trend attributable to fees and risk: 
 
 
 

Other (describe) 
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4.1%

5.0%

5.0%

4.1%

-0.9%

10.9%



20) Comparison of claims cost and rate of changes over time 
 

For each proposed rate increase, provide the projected annualized incurred claims cost 
per insured for the period covered by the proposed rate, the historical incurred claims 
cost per insured for the most recent 12 months of the experience period on which the 
rates were based, and the historical incurred claims cost per insured for the next two 
most recent 12 month periods.  Also, compare the rate of change of claims costs over all 
of the projected and historical periods for which information is provided.  Show all claim 
costs according to aggregate benefit category.  
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Please refer to the attached excel spreadsheet entitled "Rate Filing 
Form - Question 20".



21) Describe any changes in enrollee/insured cost-sharing, compared to the prior year, 
associated with the submitted rate filing, including both the absolute amount of the 
change, and the percentage change, and quantify the impact of each change on 
each of the rates included in the filing.  Also describe any changes in benefits 
exempted from cost-sharing, as well as any newly-imposed cost-sharing.  
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In accordance with the Patient Protection and Affordable Care Act 
(PPACA), the following changes were made to covered benefits 
effective October 1, 2010: 
 
• Removal of lifetime limits 
• Removal of annual dollar limits 
• Removal of cost sharing for preventive services 



22) Describe any changes in enrollee/insured benefits, including but not limited to 
hospital inpatient, hospital outpatient (including emergency services), physician 
and other professional services, laboratory services, radiology services, and other 
benefits (describe), compared to the prior year, associated with the submitted rate 
filing, and quantify the impact of each change on each of the rates included in the 
filing. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
23) Submit the required actuarial certification, described in Guidance 1163:2, under the 

“Supporting Documentation” tab in SERFF. 
 

 Submitted 
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In addition to the changes outlined in item 21, the maximum age for 
covered dependents was increased to 26, effective October 1, 2010 (in 
accordance with PPACA).



24) Changes in administrative costs 
 
Administrative costs are the costs defined in Sections 158.150, 158.151, 158.160, and 
158.161 of 45 Code of Federal Regulations Subtitle A, Subchapter B, in the interim final 
rule issued by the Department of Health and Human Services on December 1, 2010 at 75 
Federal Register 74924-74926.  Using those definitions, describe the administrative costs 
for the policy forms included in this filing for the year prior to the requested rate increase, 
then also describe any changes in administrative costs, compared to the prior year, 
associated with the submitted rate filing, and quantify the impact of each change on each 
of the rates included in the filing. Changes should be shown separately for the costs 
defined by each of the sections of Code of Federal Regulations listed above in this item. 
(Does not apply to rates for new products.) 
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Changes in administrative costs (relative to previously filed rates) had a 
minor impact on the required rate increase
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26) Comments. Place any needed comments here. 
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BLUE SHIELD OF CALIFORNIA LIFE & HEALTH INSURANCE COMPANY
California Rate Filing Form - Question 20

[a] [b] [c] [d] [e] [f] [g] TRENDS
Prior 12 Pricing Experience Pricing Period = [d] / [b] = [g] / [l]

Sep08 - Aug09 Sep09 - Aug10 Feb 1, 2012 Midpoint Pricing Exp / Pricing Prd /
Policy Form Plan Name MemMths Claims MemMths Claims TrndMths [1] Claims Annualized [2] Prior 12 Pricing Exp
DOI001-0-POL-SG Shield Spectrum PPO Plan 500 Standard 167,662 229.00 176,465 278.73 22.9 342.52 310.49 21.7% 11.4%
DOI001-0-POL-SG Shield Spectrum PPO Plan 500 Value 200,209 170.55 255,532 206.67 22.8 273.71 239.62 21.2% 15.9%
DOI001-0-POL-SG Shield Spectrum PPO Plan 750 Value 115,834 186.48 136,234 223.83 22.8 268.75 246.42 20.0% 10.1%
DOI001-0-POL-SG Shield Spectrum PPO Plan 1000 Value 149,082 154.31 170,393 196.68 23.2 244.24 220.02 27.5% 11.9%
DOI001-0-POL-SG Shield Spectrum PPO Plan 1500 Value 163,023 128.20 261,045 160.75 22.5 207.06 184.03 25.4% 14.5%
DOI001-0-POL-SG Shield Spectrum PPO Plan 2000 Value 15,210 130.31 79,028 126.91 22.0 164.59 146.20 -2.6% 15.2%
DOI001-0-POL-SG Shield Spectrum PPO Plan 3000 44,620 206.17 34,749 207.91 23.3 320.45 259.85 0.8% 25.0%
DOISA0-POL-SG Shield Savings 1800 722,320 259.40 475,152 313.32 25.1 501.55 392.41 20.8% 25.2%
DOISA0-POL-SG Shield Savings 2000 6,975 323.12 117,210 318.87 22.9 390.78 354.75 -1.3% 11.3%
DOISA0-POL-SG Shield Savings 2500 110,782 170.22 203,704 200.37 21.8 256.39 229.45 17.7% 14.5%
DOISA0-POL-SG Shield Savings 3000 482,906 169.19 592,619 231.28 23.8 326.69 275.34 36.7% 19.0%
DOISA0-POL-SG Shield Savings 4800 56,019 155.45 65,619 165.07 23.2 241.73 201.06 6.2% 21.8%
DOISA0-POL-SG Shield Savings QS 4800 0 0.00 18,135 117.21 19.6 215.16 169.90 na 45.0%
DOI000-0-POL-SG Active Choice Plan 750 114,629 206.21 76,482 245.72 23.3 301.94 273.17 19.2% 11.2%
DOI000-0-POL-SG Active Choice Plan 500 43,834 210.70 39,693 220.91 23.3 274.98 247.33 4.8% 12.0%

Totals [3]

Sep08 - Aug09 Weights 2,393,105 200.99 246.67 351.72 293.73 22.7%
Sep09 - Aug10 Weights 191.34 2,702,060 233.11 322.17 274.10 17.6%

NOTES
[1] The number of months of trend from the experience period to the pricing midpoint of Feb 1, 2012
[2] PMPM refelcting annualized trend from Pricing Experience to Pricing Period (created so as to compare annual trends with eachother)
[3] Separate totals are created using both sets of membership weights so that the impact of plan mix can be isolated from the total PMPM trend



California Rate Filing Spreadsheet
Company Name: Blue Shield of California Life & Health Insurance Company
Company ID number for this filing: 478
SERFF ID number for this filing: BCCA-127142119

Policy Form Number Product Name Open or closed? Enrollment

Insured months 
in each policy 
form

Experience 
Period on 
Which Rates 
are Based

Period for which rates 
are to be effective

Total premium 
earned during the 
experience period 
on which the rates 
are based

Total dollar 
amount of 
claims 
incurred 
during the 
experience 
period on 
which the 
rates are 
based

Average rate 
increase 
(weighted 
average) (Apr 
2010 to Jul 
2011)

Average rate 
increase 
(weighted 
average) (Jul 
2010 to Jul 
2011) Comments

DOI001-0-POL-SG Shield Spectrum PPO Plan 500 Standard open 15,746 176,465 Sep09 - Aug10 Jul 2011 to Dec 2011 65,361,147 49,235,778 5.4% 4.2%

Renewal increases for groups with renewal months April, May, and June 
were delayed three months.  The renewal increases for those groups 
are shown in the first column.  The renewal increases for the Jul, Aug, 
and Sep groups are shown in the second column.

DOI001-0-POL-SG Shield Spectrum PPO Plan 500 Value open 24,108 255,532 Sep09 - Aug10 Jul 2011 to Dec 2011 76,750,542 52,862,468 6.4% 3.4%
DOI001-0-POL-SG Shield Spectrum PPO Plan 750 Value open 12,546 136,234 Sep09 - Aug10 Jul 2011 to Dec 2011 36,642,793 30,523,993 12.0% 9.0%
DOI001-0-POL-SG Shield Spectrum PPO Plan 1000 Value open 13,050 170,393 Sep09 - Aug10 Jul 2011 to Dec 2011 41,176,837 33,546,892 13.8% 10.6%
DOI001-0-POL-SG Shield Spectrum PPO Plan 1500 Value open 28,628 261,045 Sep09 - Aug10 Jul 2011 to Dec 2011 55,133,462 42,005,359 19.2% 15.8%
DOI001-0-POL-SG Shield Spectrum PPO Plan 2000 Value open 11,171 79,028 Sep09 - Aug10 Jul 2011 to Dec 2011 15,362,526 10,039,344 6.4% 3.4%
DOI001-0-POL-SG Shield Spectrum PPO Plan 3000 open 2,674 34,749 Sep09 - Aug10 Jul 2011 to Dec 2011 11,209,509 7,231,964 9.9% 6.7%
DOISA0-POL-SG Shield Savings 1800 open 3,735 475,152 Sep09 - Aug10 Jul 2011 to Dec 2011 128,240,923 149,024,286 25.7% 3.6%
DOISA0-POL-SG Shield Savings 2000 open 3,724 117,210 Sep09 - Aug10 Jul 2011 to Dec 2011 35,491,335 37,412,449 18.3% 2.5%
DOISA0-POL-SG Shield Savings 2500 open 24,093 203,704 Sep09 - Aug10 Jul 2011 to Dec 2011 48,558,687 40,857,180 15.7% 12.2%
DOISA0-POL-SG Shield Savings 3000 open 24,008 592,619 Sep09 - Aug10 Jul 2011 to Dec 2011 133,402,363 137,198,867 19.0% 11.4%
DOISA0-POL-SG Shield Savings 4800 open 3,743 65,619 Sep09 - Aug10 Jul 2011 to Dec 2011 15,301,177 10,842,309 9.9% 2.9%
DOISA0-POL-SG Shield Savings QS 4800 open 5,199 18,135 Sep09 - Aug10 Jul 2011 to Dec 2011 4,672,207 2,127,683 6.2% 3.4%
DOI001-0-POL-SG Base PPO 30 open 0 0 Sep09 - Aug10 Jul 2011 to Dec 2011 0 0 0.0% 0.0%
DOI001-0-POL-SG Base PPO 40 open 0 0 Sep09 - Aug10 Jul 2011 to Dec 2011 0 0 0.0% 0.0%
DOI001-0-POL-SG Base PPO 50 open 0 0 Sep09 - Aug10 Jul 2011 to Dec 2011 0 0 0.0% 0.0%
DOI000-0-POL-SG Active Choice Plan 750 open 5,086 76,482 Sep09 - Aug10 Jul 2011 to Dec 2011 23,851,350 18,811,830 12.9% 4.4%
DOI000-0-POL-SG Active Choice Plan 500 open 2,774 39,693 Sep09 - Aug10 Jul 2011 to Dec 2011 11,146,827 8,777,316 12.9% 4.3%
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A B C D E F G H I J
CA PLAIN LANGUAGE SPREADSHEET
Company Name: Blue Shield Of California Life & Health Insurance Company
Company ID number for this filing: 478
SERFF ID number for this filing: BCCA-127142119

For the expense period on which the rates are based, premium attributed to:

Policy Form Numbers Marketing Names
Medical Costs prior to 
rate increase

Medical Costs after 
rate increase

Administrative 
costs prior to rate 
increase

Administrative 
costs after rate 
increase

Profit/margin 
projected prior 
to rate increase

Profit/margin 
projected after rate 
increase Comments

DOI001-0-POL-SG Shield Spectrum PPO Plan 500 Standard 324.11 345.72 67.14 67.93 24.97 8.01 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Shield Spectrum PPO Plan 500 Value 260.53 276.91 59.88 60.39 20.45 6.53 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Shield Spectrum PPO Plan 750 Value 241.42 271.95 57.70 59.85 19.09 6.43 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Shield Spectrum PPO Plan 1000 Value 221.04 247.44 55.38 57.16 17.64 5.90 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Shield Spectrum PPO Plan 1500 Value 193.31 210.26 52.22 53.09 15.67 5.10 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Shield Spectrum PPO Plan 2000 Value 157.94 167.79 48.18 48.44 13.16 4.19 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Shield Spectrum PPO Plan 3000 296.86 323.65 64.03 65.51 23.04 7.54 Profit margin targets are shown prior to impact of rate increase caps and floors
DOISA0-POL-SG Shield Savings 1800 448.19 504.75 81.29 85.34 33.80 11.43 Profit margin targets are shown prior to impact of rate increase caps and floors
DOISA0-POL-SG Shield Savings 2000 381.46 393.98 73.68 73.21 29.05 9.05 Profit margin targets are shown prior to impact of rate increase caps and floors
DOISA0-POL-SG Shield Savings 2500 221.67 259.59 55.45 58.49 17.69 6.16 Profit margin targets are shown prior to impact of rate increase caps and floors
DOISA0-POL-SG Shield Savings 3000 260.96 329.89 59.93 66.19 20.48 7.67 Profit margin targets are shown prior to impact of rate increase caps and floors
DOISA0-POL-SG Shield Savings 4800 241.67 244.93 57.73 56.89 19.11 5.85 Profit margin targets are shown prior to impact of rate increase caps and floors
DOISA0-POL-SG Shield Savings QS 4800 205.59 218.36 53.62 53.98 16.54 5.27 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Base PPO 30 na na na na na na Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Base PPO 40 na na na na na na Profit margin targets are shown prior to impact of rate increase caps and floors
DOI001-0-POL-SG Base PPO 50 na na na na na na Profit margin targets are shown prior to impact of rate increase caps and floors
DOI000-0-POL-SG Active Choice Plan 750 282.01 305.14 62.33 63.48 21.98 7.14 Profit margin targets are shown prior to impact of rate increase caps and floors
DOI000-0-POL-SG Active Choice Plan 500 256.89 278.18 59.47 60.53 20.19 6.56 Profit margin targets are shown prior to impact of rate increase caps and floors
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